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1. Answer the following as directed : 1x10=10

(a) In a capitalist economy, the level of

empiojrment depends on

TOR ^

(i) level of aggregate demand

OiRtR tor

(ii) level of aggregate supply

TOiR

22kl^0 (Turn Over)



( 2 )

(in) level of effective demand

(iv) None of the above

( Choose the correct option )

(b) Aggregate demand can be expressed as

£fW ^

ft) D =Di+D2

(ii) Dj >D2

(Hi) Di < D2

(iv) D=D^-D2

where D = Demand (oRti)
Di = Consumer demand olfel) eind
(^n^) D2 - Investment demand

( Choose the correct option )

(c) When money wage rate is unchanged,
the slope of aggregate supply function is

(Tn^

(i) linear

22A/40 (Continued )

( 3 )

(ii) non-linear

(Hi) curved

(iv) Any shape

( Choose the correct option )

( )

(d) According to Phillips, the relationship
between unemployment and the rate of
change of wage rate is

(i) inverse

linear

(Hi) non-linear

(iv) both inverse and non-linear

( Choose the correct option )
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( 2 )

(Hi) level of effective demand

ffel ijwi-q ^^1^

(iv) None of the above

( Choose the correct option )
( R<p?ici}i )

(b) Aggregate demand can be expressed as

Tfpjg^ Mfel wn ̂  tR

(i) D-D1+D2

(n) Di >D2

(Hi) Di <£>2

(iv) D = Di— D2

where (^'^) D = Demand (c'iR.Tl)
Di = Consumer demand oifei) and
(^5(1^) D2 - Investment demand

( Choose the correct option )

(c) When money wage rate is unchanged,
the slope of aggregate supply function is

4|^^R<q

(i) linear

22A/40 ( Continued)

( 3 )

(ii) non-linear

fill) curved

(iv) Any shape

Rc^'ICHI

{ Choose the correct option )

( R<p?iut ̂  )

(d) According to Phillips, the relationship
between unemployment and the rate of
change of wage rate is

"sn^

(i) inverse

R^1%5

(ii) linear

(Hi) non-linear

(iv) both inverse and non-linear

{ Choose the correct option )

( R<p?icui )
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( 4 )

(e)

(f)

(9)

(h)

(i)

0)

22A/40

Phillips curve determines

(i) employment rate

(u) unemployment rate

(Hi) inflation rate

(iv) All of the above

{ Choose the correct option )

What is modified Phillips curve?

1% ?

What is assignment problem according
to Mundell?

-5^ <pi<f<p^ "wnr ̂  ?

What is Dombusch's overshooting
model?

Define international financial market.

fwi I

What is open economy?

( Continued }

( 5 )

2. Answer the following : 2x5=10

(a) Differentiate between spot and forward
exchange rate.

^ I

(b) Write two constituents of international
financial market.

'iHlWlFa^P ^ ^ I

(c) What are the I-S components of
Mundell-Fleming model?

1%?

(d) Give two merits of Phillips curve as a
tool of economic theory.

I

(e) Define impossible trinity of Mundell-
Fleming model.

I

3. Answer any four of the following : 5x4=20

(a) What are the factors which cause shifts
in the short-run Phillips curve?

Cffl S^^RR #1%^ (R^

(RM ?
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I 4 )

(e)

(f)

(9)

(h)

(i)

9)

22A/40

Phillips curve determines

(i) employment rate

(ii) unemplojnnent rate

(Hi) inflation rate

(iv) All of the above

( Choose the correct option )

What is modified Phillips curve?

1% ?

What is assignment problem according
to Mundell?

<pplW ?

What is Dombusch's overshooting
model?

Define international financial market.

%n I

What is open economy?

( Continued }

I 5 )

2. Answer the following :

\S»jvs

2x5=10

(a) Differentiate between spot and forward
exchange rate.

^ W ^

^ I

(b) Write two constituents of international
financial market.

^  ̂ 1¥fi I

(c) What are the I-S components of
Mundell-Fleming model?

(d) Give two merits of Phillips curve as a
tool of economic theory.

I

(e) Define impossible trinity of Mundell-
Fleming model.

1

3. Answer any four of the following : 5x4=20

(a) AVhat are the factors which cause shifts
in the short-run Phillips curve?

Cffi Roil<p

22A/40 (Turnover)



( 6 )

(b) Explain the concepts of rational

expectation in theory and practice.

(c) What is adaptive expectation? Mention

three limitations of adaptive

expectation.

£wn 1%? %iw5i

w I

(d) How is the exchange rate determined in

a free market? Explain briefly.

■^^iT w 1

(e) What are the relative importance of
aggregate demand and aggregate
supply?

0 How can the aggregate supply function
be derived?

22A/40 (Continued)

( 7 )

4. Answer any four of the following : 10x4=40

(a) Explain the purchasing power parity
theory. Discuss its limitations.

^ W5I4 "^fWl "^1

■^1

(b) Explain Mundell-Fleming model in
terms of monetary fiscal mix policies
under fixed and flexible exchange rate
with perfect capital mobility.

«tR^ Rs ■4JNJT I

(c) How does the Phillips curve explain the
trade off between unemployment and
inflation? Discuss its policy implication.

41W4 ^44^ 4JN1T ? "^414 to44^

(d) What do you mean by effective demand?
What are its determinants? Explain
briefly.

^4^ tpic.®! fSit ? ^^4T4 "R*
f%? ■^^4444'^ 1
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( 6 )

(b) Explain the concepts of rational

expectation in theory and practice.

(c) What is adaptive expectation? Mention
three limitations of adaptive

expectation.

f%?

<HI I

(d) How is the exchange rate determined in

a free market? Explain briefly.

^ I

(e) What are the relative importance of
aggregate demand and aggregate

supply?

(f) How can the aggregate supply function
be derived?

22A/40 (Continued)

( 7 )

4. Answer any four of the following ;

Rc'PlC'il r

10x4=40

(aj Explain the purchasing power parity
theory. Discuss its limitations.

W5R WH ̂ 1

(b) Explain Mundell-Fleming model in
terms of monetary fiscal mix policies
under fixed and flexible exchange rate

with perfect capital mobility.

(c) How does the Phillips curve explain the
trade off between unemplojmient and
inflation? Discuss its policy implication.

■sft^

(d) What do you mean by effective demand?
What are its determinants? Explain
briefly.

1^
f% 7 "^TNTI I
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( 8 )

(e) Discuss how underemplojonent

equilibrium is determined with the help

of aggregate demand and aggregate

supply.

>i^i<jvs

^ I

(f) Explain the Dombusch's overshooting
theory.

"TOif w I

(g) Write a note on monetary approach to
balance of payments (BOP).

(BOP)^

1

(h) Explain the asset market approach to
determine exchange rate.

RTNTt"^ 1

★ ★ ★
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